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BEFORE
THE PuBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the Application of )
Ohio Power Company to Establish ) Case No. 12-3255-EL-RDR
Initial Storm Damage Recovery )
Rider Rates )

INITIAL BRIEF OF INDUSTRIAL ENERGY USERS-OHIO

PROCEDURAL HISTORY

As part of its current electric security plan (“‘ESP”), Ohio Power Company (“AEP-
Ohio”) is authorized to defer any incremental distribution expenses above or below $5
million, per year, associated with major storm expenses.! Further, the Public Utilities
Commission of Ohio (“Commission”) provided AEP-Ohio authority to file a separate
application by December 31 of each year to secure recovery of prudently incurred and
reasonable costs related to restoration of the distribution system resulting from major
storms.?

AEP-Ohio filed an application commencing this proceeding and seeking major
storm related costs associated with storms in 2012.% In the application, it sought $62

million in costs.* It subsequently revised its application, reducing the storm related

! In the Matter of the Application of Columbus Southern Power Company and Ohio Power Company for
Authority to Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the Form
of an Electric Security Plan, Case No. 11-346-EL-SSO, et al., Opinion and Order at 68 (Aug. 8, 2012)
(ESP Il Order).

21d. at 68-69.
% Application (Dec. 21, 2012).
*1d., Exhibit E.
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costs to $61 million.> On August 22, 2013, AEP-Ohio filed a motion seeking authority to
record a carrying cost at the weighted average cost of capital on the deferred major
storm related costs.®

The Staff of the Commission (“Staff”) filed initial comments and identified $2.4
million of deductions from AEP-Ohio’s request on May 29, 2013.” On November 4,
2013, the Staff filed a nonbinding list of issues in which it increased the proposed
disallowance to $4.9 million.® Additionally, the Staff recommended that the amount
found recoverable be collected through a fixed charge per month assessed over a
recovery period of 12 months and allocated by distribution revenue responsibility of
residential and nonresidential customers.®

A hearing in this matter was set to commence on December 16, 2013.° A Joint
Stipulation and Recommendation (“Stipulation”) signed by AEP-Ohio, the Staff, and all
intervenors except the Office of the Ohio Consumers’ Counsel (*OCC”) was filed on
December 6, 2013.* On December 16, 2013, the case was called and continued in
order to afford the parties additional time to propose a procedural schedule with regard
to the Stipulation.** A hearing on the Stipulation began on January 22, 2014 and

consumed four days. AEP-Ohio presented four witnesses in support of the Stipulation

® Letter from Stephen T. Nourse to Barcy F. McNeil (Mar. 1, 2013).

® Motion and Memorandum in Support of Ohio Power Company to Record a Carrying Cost on the 2012
Storm Recovery Costs Subject to the Amount Determined at the Outcome of the Proceeding (Aug. 22,
2013).

" Comments of the Staff of the Public Utilities Commission of Ohio at 4 (May 29, 2013).

8 Non-Binding List of Issues of the Staff of the Public Utilities Commission of Ohio at unnumbered page 5
(Nov. 4, 2013).

°1d.

19 Entry at 2 (Nov. 26, 2013).

1 Joint Stipulation and Recommendation (December 6, 2013).
2 Entry at 1 (December 19, 2013).
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and its application. OCC presented two witnesses. At the conclusion of the hearing,
the Attorney Examiner ordered the parties to submit initial and reply briefs.

Il. TERMS OF STIPULATION

The Stipulation represents an agreement among the Staff, OMA Energy Group,
Ohio Energy Group, the Kroger Company, the Ohio Hospital Association, Industrial
Energy Users-Ohio (“IEU-Ohio”), and AEP-Ohio.** Under the terms of the Stipulation,
the signatory parties recommend that the Commission set the amount to be recovered
at $54.9 million.** The recovery period is recommended to be 12 months.”> The
Stipulation also recommends that carrying charges be limited to the period between
April 1, 2013 and the start of collection and that the carrying charge rate be set at
5.34%."° The proposed recovery mechanism is a fixed customer charge based on
residential and nonresidential distribution revenue.!’ The Stipulation further provides for
AEP-Ohio to convene a meeting to discuss storm restoration practices with the
intervening signatory parties.'® Finally, any further cost adjustments from vendors will
be factored into the storm balance.®

Il THE COMMISSION SHOULD APPROVE THE STIPULATION UNDER THE
APPLICABLE STANDARD OF REVIEW

The issue before the Commission is whether the Stipulation satisfies a three-

pronged test:

'3 Stipulation at 2.

“1d. at 3.

1d. at 4.

'8 |d. IEU-Ohio takes no position regarding the proposed carrying charges. Id. at 4 n.2.
7 |d. at 4 and Stipulation Exhibit 2.

¥ 1d. at 4.

¥ 1d. at 4-5.
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1. Is the Stipulation a product of serious bargaining among capable

knowledgeable parties representing diverse interests?

2. Does the Stipulation violate any important regulatory principle or practice?
3. Is the Stipulation, as a whole, a benefit to customers and the public
interest??°

Based on the evidence presented at the hearing, the Commission should find
that the Stipulation satisfies the three-prong test and adopt the Stipulation.

A. The Stipulation is a product of serious bargaining among capable
and knowledgeable parties representing diverse interests

As noted above, the Stipulation was the result of extended negotiations among
the intervenors, the Staff, and AEP-Ohio. As demonstrated by the testimony of AEP-
Ohio and confirmed by a witness for OCC, the negotiating parties were capable and
knowledgeable of the issues presented in this case.?* Further, as demonstrated by the
Stipulation and testimony, the Stipulation resulted in a substantial reduction of the total
revenue requested by AEP-Ohio and additional beneficial terms sought by Staff and
customers.” Thus, it is evident that the Stipulation is a product of serious bargaining
among capable and knowledgeable parties.

Further, the bargaining took place among parties representing diverse interests.
In addition to AEP-Ohio, Staff and intervening parties were invited and participated in

the negotiations.”®> The intervening parties collectively represented large and small

% Consumers' Counsel v. Pub. Util. Comm’n of Ohio, 64 Ohio St.3rd 123, 125 (1992).
- AEP-Ohio Ex. 2 at 9; Tr. Vol. V at 897.

22 Compare Application at 15 to Stipulation at 3.

2 Tr. Vol. V at 897.
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commercial customers as well as residential customers.?* Further, there is no evidence
that any party was excluded from participating in the negotiations leading to the
Stipulation.?

Despite broad agreement that the negotiations were open and conducted among
knowledgeable parties representing diverse interests, OCC argues that the first prong
was not satisfied because OCC did not sign the Stipulation.”® The first prong, however,
does not require that all parties sign the Stipulation.?’

As discussed above, the evidence demonstrated that the Stipulation is the
product of serious bargaining among capable and knowledgeable parties representing
diverse interests. As a result, the first prong of the three-prong test for approval of the
Stipulation is satisfied.

B. The Stipulation does not violate any important regulatory principles

The second prong of the three prong test requires a demonstration that the
Stipulation does not violate any important regulatory principles. The signatory parties
support a finding that the Stipulation does not violate any important regulatory

principles®® and such a finding is supported by the record.

2 AEP-Ohio Ex. 2 at 10.
% Time Warner AXS v. Pub. Util. Comm’n of Ohio, 75 Ohio St.3d 229, 233 n.2 (1996).
% OCC Ex. 2A at 9-10.

" The Commission has rejected OCC's argument that the first prong is not satisfied if OCC fails to sign a
stipulation when it has participated in the negotiations leading to a stipulation. In the Matter of the
Application of Vectren Energy Delivery of Ohio, Inc., for Approval of an Alternative Rate Plan for
Continuation of its Distribution Replacement Rider, Case No. 13-1571-GA-ALT, Opinion and Order at 10
(Feb. 19, 2014).

% gtipulation at 5.
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As demonstrated by the record, the Stipulation promotes important regulatory
practices and principles such as furthering the state policies set out in R.C. 4928.02.%°
Further, the Commission has previously approved recovery of major storm expenses in
excess of $5 million in a calendar year.®® This Stipulation addresses the implementation
of the Commission’s decision to permit more immediate recovery of incremental costs
associated with major storms that the Commission previously established.

Additionally, the Stipulation satisfies cost causation principles in the manner in
which it recovers costs. As provided by the Stipulation, the approved revenue is
allocated based on residential and nonresidential base distribution revenue.*! Because
the storm repair costs relate to maintenance expenses associated with the restoration of
the distribution system, the allocation is consistent with the revenue responsibility of the
distribution system customers. Thus, the Stipulation’s proposed allocation of revenue
responsibility is aligned with cost causation principles.*

Accordingly, the record supports a finding that the Stipulation does not violate
any important regulatory principles.

C. The Stipulation, as a whole, is a benefit to customers and the public
interest

The parties agreed to a “black box” settlement that reduced AEP-Ohio’s request
by over $6 million. (In addition to a $6 million reduction in the total storm expenses it

requested, AEP-Ohio identified another $129,549 in bill changes that reduced the

29 AEP-Ohio Ex. 2 at 10-11.
%0 ESP Il Order at 68.
%! Stipulation at 4.

% Tr. Vol. V at 898. Without objection, the Commission has previously authorized the allocation of
gridSMART costs under a similar approach that is endorsed by Staff. Comments of the Staff of the Public
Utilities Commission of Ohio at 4 (May 29, 2013). See Ohio Power Company, PUCO No. 20, 2d Revised
Sheet No. 484-1.

{C42746: } 6



recoverable costs and committed that any further adjustments from vendors will be
factored into the remaining balance due from customers.*® The $129,549 amount has
been included in the Stipulation as a reduction in the amount to be recovered.)

Because it is a black box settlement, the Stipulation does not identify particular
cost disallowances. The comments and nonbinding list of issues filed by the Staff,
however, identify $4.9 million in costs as necessary reductions to the total recoverable
costs sought by AEP-Ohio.?* Thus, the settlement meets and exceeds the Staff's
recommended disallowance of costs identified in the application.

The parties and public also will benefit from other terms contained in the

> conforms with an

Stipulation. The recovery mechanism, a flat customer charge,?
approach similar to that used by the Commission to recover other distribution related
costs arising from the gridSMART program. Further, the allocation methodology, as
noted above, assigns revenue responsibility in a manner consistent with base
distribution revenue responsibility. Finally, AEP-Ohio has committed to discuss storm
restoration processes with the parties; this provision will provide parties an opportunity
to address the restoration process.*

As a result of the agreed reductions in recoverable costs, revenue allocation, and

future commitments, the Stipulation, as a whole, is a benefit to customers and the public

interest.

% Stipulation at 4-5. IEU-Oho takes no position regarding the Stipulation’s treatment of carrying costs.

% Comments of the Staff of the Public Utilities Commission of Ohio at 4 (May 29, 2013); Non-Binding List
of issues of the Staff of the Public Utilities Commission of Ohio at unnumbered page 5 (November 4,
2013).

% stipulation at 4.
% 1d.
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V. CONCLUSION

The issue before the Commission is whether the evidence supports a finding that
the Stipulation satisfies the three-prong test for approval of a Stipulation. Based on the
record in this case, the Commission should find that the Stipulation satisfies the three-

prong test and approve it.
Respectfully submitted,

/sl Frank P. Darr

Samuel C. Randazzo (Counsel of Record)
Frank P. Darr

Matthew R. Pritchard
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